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2.  MAYOR’S  REPORT 


Section  153  of  the  Constitution  of  the  Republic  of  South  Africa,  1996,  prescribe  that  a 
municipality  must  (a)  structure  and  manage  its  administration  and  budgeting  and 
planning  processes  to  give  priority  to  the  basic  needs  of  the  community,  and  to 
promote  the  social  and  economic  development  of  the  community:  and  (b)  participate 
in  national  and  provincial  development  programmes 

To  give  effect  to  the  above  constitutional  provisions,  section  34  of  the  Local 
Government:  Municipal  Systems  Act,  2000,  prescribe  that  a municipal  council  must 
review  its  integrated  development  plan  (I)  annually  in  accordance  with  an 
assessment  of  its  performance  measurements  in  terms  of  section  41  and  (ii)  to  the 
extent  that  changing  circumstances  so  demand. 

The  IDP  Review  for  2015/16  has  taken  into  account  the  national  and  provincial 

planning  imperatives  unpacked  below 

BACK  TO  BASICS  LOCAL  GOVERNMENT  STRATEGY 

Back  to  Basics  Local  Government  Strategy  which  has  identified  the  following  pillars 

• Putting  people  first 

• Delivering  basic  services 

• Good  governance 

• Sound  financial  management  and 

• Building  capacity 

Concerted  efforts  has  been  made  to  incorporate  these  pillars  into  integrated 
Development  Strategy  In  this  regard  will  call  upon  all  stakeholders  to  work  with  the 
municipality  in  achieving  the  objectives  of  the  strategy. 


Eastern  Cape  Provincial  Medium  Term  Strategic  Framework 
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In  2014,  on  the  occasion  of  the  State  of  the  Province  Address  the  Honourable 
Premier  P Masualle  announced  seven  Provincial  Medium  Term  Strategic  Framework 
Priorities,  and  these  are 

Priority  1:  Promoting  quality  education  and  skills  development 
Priority  2:  Better  health  care  for  all 

Priority  3:  Stimulating  rural  development,  land  reform  and  food  security 
Priority  4:  T ransforming  the  economy  to  create  jobs  and  sustainability  livelihoods 
Priority  5:  Intensifying  the  fight  against  crime  and  corruption 
Priority  6:  Integrated  human  settlement  and  building  cohesive  communities 
Priority  7:  Strengthening  the  developmental  state  and  good  governance 


In  line  with  the  above  developmental  trajectory  the  municipality  has  identified  and 
adopted  the  following  key  programmes  for  2015/2016  financial  year 


1.  On  Good  Governance  and  Public  Participation 

• Strengthening  Public  Participation  through  our  signature  programme  of  civil 
education  and  support  to  ward  committees 

• Conduct  Community  Satisfaction  Surveys 

• Improve  Complaints  management  system 

• Development  of  Nyandeni  Development  Plan  (2030  Vision)  taking  tune 
from  the  Provincial  Development  Plan 

• Improving  Communication 

• Strengthening  Intergovernmental  Relations 

• Support  to  Ematholeni:  Children  First  programme  (ECD) 

• Development  of  Good  Governance  Framework 

2.  On  Financial  Viability  and  Management 

• Improving  Revenue  management 

• Credit  Control 

• Implementation  of  the  Audit  Action  Plan  and  preparation  for  2014/2015 

• Strengthening  Supply  Chain  Management  systems  and  processes 

• Expenditure  management 

• Asset  management 

3.  On  Basic  Service  Delivery  and  infrastructure 
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• Electrification  programme 

• Accelerating  delivery  of  Access  roads  and  maintenance  of  the  existing  road 
network 

• Storm  water  management 

• Integrated  waste  management 

• Transport  Planning  and  Public  Safety 

• Environmental  Management  and  compliance 

4.  On  Local  Economic  Development 

• Support  to  small  scale  farming 

• Massive  crop  production  programme  through  ILIMA  LABANTU  Initiative 

• Local  Tourism  development  and  promotion 

• Support  to  SMME's  and  Cooperatives 

• Development  of  Local  SDF’s  and  land  use  management 

5.  On  Institutional  Development  and  Transformation 

• Development  of  new  Policies  and  reviewal  of  existing  policies 

• Development  of  Bylaws 

• Organisational  Structure  review 

• Employment  Equity  Plan 

• Expansion  of  existing  Offices  in  Ngqeleni 

• Filling  of  budget  vacant  posts 

• Employee  wellness  programmes 

• Office  support  and  Facilities  Management 

• Improving  ICT  management  and  systems 
Medium  Term  Strategic  Service  Delivery  objectives 

This  section  reflect  the  service  delivery  highlights  for  2014/2015 

1.  To  Improve  Municipal  Planning  and  policy  development 

• IDP,  budget  and  SDBiP  for  2014/2015  were  compiled  and  Adopted  by 
Council  on  time  and  in  accordance  with  the  norms  and  standards  as 
prescribed  by  National  Treasury 

• Financial  policies  have  been  reviewed  and  adopted  by  council 

• Received  unqualified  audit  opinion  for  2013/2014  financial  year 

2.  To  ensure  a tool  for  measuring  achievement  of  pre-determined 
objectives 
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• Mid-year  performance  assessment  report  compiled  and  adopted  by 
Council 

* MSA  s46  report  compiled  and  approved  by  Council 

® Annual  report  for  2013/14  tabled  to  Council  and  Oversight  report 
approved  by  council  on  23  February  2015 

3.  Internal  auditing  and  internal  control 

• A detailed  Audit  Plan  developed  and  is  being  implemented 

• Audit  and  Performance  Management  Committee  is  in  place 

4.  To  ensure  good  governance  and  public  participation 

• All  wards  committees  have  been  established  and  are  participating  in 
municipal  development  programmes 

• IDP  and  Budget  Public  Hearings  were  conducted 

• Fraud  Prevention  Policy  has  been  developed 

• Risk  Management  Framework,  Register  and  policy  developed 

• Civil  Education  Programme  conducted 

5.  To  improve  livelihood  in  urban  and  rural  areas  through  Infrastructure 
development  and  maintenance 

• Continuous  Streets  lights  have  been  maintained  in  both  towns  of  Libode 
and  Ngqeleni 

• The  municipality  has  achieved  the  annual  target  of  constructing  and 
maintaining  206.7  km. 

• Roads  forum  is  in  place  and  functional 

• Integrated  Waste  Management  Plan  (IMWP)  have  been  developed  and 
adopted  by  Council 

• Permit  application  for  Landfill  site  has  been  approved 

• Maintenance  and  construction  of  access  road  done 

• Implemented  electrification  programme  in  collaboration  with  the 
Department  of  Energy 

• Construction  of  Transport  Hub  in  progress 

• Construction  of  Community  Stadium  in  ward  7 in  progress 

• SANRAL  is  responsible  for  construction,  upgrading  and  maintenance  of 
National  and  Provincial  Roads 
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3 BUDGET  RELATED  RESOLUTIONS 


Draft  Annual  Budget  for  2015/16  ^ 

3.1  Council  resolves  that  the  multi-year  draft  annual  budget  of  capital  and  operating 
expenditure  for  2015/2016  and  the  indicated  two  outer  years  of  2016/2017  and 
2017/2018  which  will  be  tabled  for  public  scrutiny  and  inputs  be  approved  as  set  out  by 
the  following  amended  tables: 

□ Table  A1  Budget  summary 

□ Table  A2  : Budgeted  financial  performance  (revenue  and  expenditure  by  standard 
classification) 

□ Table  A3  : Budgeted  financial  performance  (revenue  and  expenditure  by 
municipal  vote) 

□ Table  A4  : Budget  financial  performance  (revenue  and  expenditure) 

□ Table  A5  : Budgeted  capital  expenditure  by  vote  and  funding 

□ Table  A6  ; Budgeted  financial  position 

□ Table  A7  : Budgeted  cash  flows 

□ Table  A8  : Cash  backed  reserves  / accumulate  surplus  reconciliation 

□ Table  A9  : Asset  management 

Multi  Year  Capital  Budget 

3.2  Council  resolves  that  multi-year  capital  appropriations  by  vote  and  associated  fv'"d'nn 
reflected  in  Table  A5  be  approved. 

Property  Rates  and  other  Municipal  Tax 

3.3.  That,  in  terms  of  section  24  of  the  Local  Government  Municipal  Property  Rates  Act, 
Act  6 of  2004,  rates  differentiating  among  the  different  categories  of  properties 
determined  by  the  actual  use,  the  zoning  and/or  permitted  use  of  properties,  for 
property  tax  be  levied  on  market  value  of  all  rateable  properties  within  the  municipal 
area  for  the  financial  year  1 July  2015  to  30  June  2016,  provided  that  rebates,  as 
indicated,  on  application  be  allowed: 
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Tariffs  and  Charges 

3.4  Council  resolves  that  the  following  tariffs  and  charges  be  applied. 


1.HALL  HIRE  CHARGES 

2014/2015 

2015/2016  at 

2016/2017 

2017/2018 

AT  5.9  CPIX 

6% 

. 

Meeting,  workshop,  conference 

R169.00 

R177.00 

R188.00 

R199.00 

Memorial  & Religious  services 

R284.00 

R301.00 

R319.00 

R338.00 

Concerts,  Contests  & shows 

R567.00 

R601.00 

R637.00 

R675.00 

Wedding,  Parties 

R708.00 

R750.00 

R796.00 

R843.00 

Gospel  concerts,  shows  (day/night), 

R426.00 

R452.00 

R479.00 

R608.00 

traditional  shows,  exhibition,  launch,  farewell, 
graduation,  celebration,  day  of  prayer 

2.  SECURITY  FEES 

Memorial,  religious  services 

R 284.00 

R301.00 

R319.00 

R.333.a0 

Concerts,  contests  & shows  (day/night) 

R 849.00 

R900.00 

R954.0C 

R1  31 00 

Parties,  discos 

R1  417.00 

R1  502.00 

R1  592.00 

Weddings 

R 991.00 

R1  050.00 

R1  113.00 

R’i  180.00 

Gospel  concerts,  shows  (day/night) 

R 284.00 

R301.00 

R319.00 

Pv338  00 

3.  WOODSALE 

Head  load 

R14.00 

R15.00 

R16.00 

R17.00 

Bakkie 

R212.00 

R225.00 

R238.00 

R252.00 

Truck 

R426.00 

R452.00 

R479.00 

R607.00 

Lantjies 

R7.00 

R7.40 

R7.90 

R8.00 

Lantjies 

R13.00 

R14.00 

R15.00 

R15.00 

Poles 

R5.00 

R5.30 

R6.60 

R6.00 

Tree 

R21.00 

R22.00 

R24.00 

R25.00 

4.  POUND  FEES 

Entrance  fee 

R74,00 

R79.00 

R83.00 

Driving  fee 

R60.00 

R64.00 

R68.00 

Day  charges 

IWH 

R30.00 

R31.00 

R33.00 

Outgoing  fees 

R74.00 

R79.00 

R83.00 

Cattle,  horse 

R57.00 

R60.00 

R64.00 

R68.00 

Sheep  & Goat 

R29.00 

R31.00 

R33.00 

R35.00 

5.  REFUSE  REMOVAL 

Households 

R25.00 

R27.00 

R28.00 

R30.00 

Businesses:  General 

R142.00 

R151,00 

R160.00 

R169.00 

: Big  Retailers 

R374.00 

R396.00 

R420.00 

R445.00 

Government:  Category  1 

R142.00 

R151.00 

R160.00 

R169.00 

:Category2 

2722.00 

R2885.00 

R3  058.00 

R3  242.00 

Churches 

R25.00 

R26.50 

R28.00 

R30.00 

6.  CEMETERY 

Living  in  town 

R294.00 

R312.00 

R330.00 

R350.00 

Outside  town 

R413.00 

R438.00 

R464.00 

R492.00 

7.  TENDER  FEES 

R50  000.00-R200  000.0 

R212.00 

R225.00 

R238.00 

R262.00 

R200  000.00-R500  000.00 

R284.00 

R301.00 

R319.00 

R338.00 

R500  000.00-R800  000.00 

R355.00 

R376.00 

R399.00 

R423.00 

R800  000.00-R1000  000.00  Or  More 

R426.00 

R452.00 

R479.00 

R507.00 

R.  BUSINESS  LICENCE 
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' 'If 


Supermarket  & General  Dealer 

Hawker 

Caravan  (Restaurant&  Telephone)  p/y 

Salon  (p/y) 

Funeral  Parlor  (p/y) 

Hardware  (p/y) 

Accommodation  establishment 

R635.00 

R1 06.00 
R106.00 
R106.00 
R635.00 
R582.00 
R457.00 

R673.00 

R112.00 

R112.00 

R112.00 

R673.00 

R617.00 

R484.00 

R713.00 

R119.00 

R119.00 

R1 19.00 

R713.00 

R654.00 

R513.00 

R756.00 

R126.00 

R126.00 

R126.00 

R756.00 

R693.00 

R544.00 

9.  MARKET  SITE 

Hawkers  (p/m) 

Caravan  Site(p/m) 

R29.00 

R70.00 

R31.00 

R74.00 

R33.00 

R79.00 

R35.00 

R83.00 

10.  CHAIR  HIRE 

Around  town  (chair  per  day) 

Indemnity  fee  (per  chair) 

R7.00 

R14.00 

R7.40 

R15.00 

R7.90 

R16.00 

R8.00 

R17.00 

11.  TOWN  PLANNING  TARIFFS 

2017/2018 

11.1  Zoning  Certificates 

R34.00 

R36.00 

R3^  on 

R40  00 

1 1 .2  Town  Planning  scheme  document 

R318.00 

R337.00 

R3:i7.;>:- 

11.3  Application  for  special  consent 

Application  fees 

R504.00 

R53e.00. 

R60C.30 

application  form 

Rezoning  Application 

Advertising 

Price  as 
quoted  by 
Daily 

Dispatch 

Price  as 
quoted  by 

Daily 

Dispatch 

Price  as  quoted 
by  Daily 

Dispatch 

Price  as 
quoted  by 
>Da!!y  Dispatch 

• 

11.4  Application  Fees 

Erven  from  SOOsqm-IOOOsgm 

R81 3.00/site 

R862/site 

R91 3/site 

R968.00/site 

Erven  from  1000sqm-1500sqm 

R982/site 

R1  040/site 

R1  103/site 

Erven  from  1500sqm-2000sqm 

R1  100/site 

R1236/site 

Erven  from  2000sqm  and> 

R1  149/site 

11.5  Subdivision  and  Township 

Application 

Basic  Subdivision  fee 

R701.00 

R835.00 

R58.00 

R69.00 

11.6  Application  for  Removal  of 

Restrictive  Conditions 

Application  fee 

R1  589.00 

R1684.00 

R1  785.00 

R1893.00 

11.7  Relaxation  of  Building  Line 

R225.00 

R239.00 

R253.00 

R268.00 

11.8  Consolidation 

R530.00 

R562,00 

R600.00 

R631.00 

11.9  Building  Plan  Approval 

R39.00 

R41. 00/sqm 

R44.00/sqm 

R46.00/sqm 

RATES  TARRIF 

DETERMINATION  OF  TARIF  AS  PER  CATERGORY  AS  FROM  1 JULY  2015-30  JUNE  2016 


CATERGORY 

TARRIF 

Residential  Property 

0.0078 

Draft  Annual  Budget  2015-16  to  2018 


Page  9 


Businesses 

0.0116 

Governmenti 

0.0116 

aovernment2 

0.0116 

Aariculturel 

0.0101 

Aqriculture2 

0.0101 

institutions 

0.0116 

Clinics 

0.0116 

Hospital 

0.0116 

Schools 

0.0116 

Tradinq  Stations 

0.0116 

R 61  Road 

0.0019 

N2  Road 

0.0019 

Cateaorv2  , 

2014/2016 

2015/2016 

2016/2017 

2017/2018 

Refuse  Removal 

R142.00 

R150.50 

R160.00 

R169.00 

Bags(1000*R0,80) 

(1000‘.96) 

R953.00 

(1000*R1.01) 
R1  010.00 

(1000*R1,07) 

R1  070.00 

{1000*R1.13) 

R1  130 

Mileaoe  f24km*2davs*4weeks  in  month)  R1  627 

R1  627.00 

R1  725.00 

R1  828.00 

R1  938.00 

R2  722 

R2  885.50 

R3  058.00 

R3  237.00 

• 

. 



NOTES  , j ^ , 

• Property  rates  -no  change  in  tariffs  ' • • " ‘ , 

• Other  tariffs  - 6%  increase  based  on  CPIX  across  the  board  will  be  a fair  percentage  so  as  to 
be  close  to  the  tariffs  levied  by  other  rural  municipalities. 

• On  Refuse  Removal  -6%  increase. 

• General  business  is  classified  as  your  small  micro  medium  enterprises  (SMME’S). 

• -Big  Retailers  are  classified  as  those  bigger  than  general  business,  e.g:-  Superspar,  U-Save, 
Build  it  etc. 

• -Categoryl  for  government  Offices  and  other  government  institutions. 

• -Category2  will  be  your  Hospitals. 


Measurable  Performance  Objectives 

3.5  Council  resolves  that  the  measurable  performance  objectives  for  revenue  from  each 
source  and  for  each  vote  reflect  the  budget. 


Integrated  Development  Plan 
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3.6  Council  resolves  to  approve  the  implementation  of  the  Integrated  Development  Plan. 
Budget  Related  Polices 

3.7  Council  resolves  that  the  following  draft  budget  related  polices  be  approved 

□ Supply  Chain  Management 

a Credit  Control  and  Debt  Collection  . 

□ Budget  Policy  ' 

□ Bad  debts  write  off 

□ Rates  policy 

□ Tariff  policy 

□ Banking  and  investment  policy 
Cashflow 

3.8  Council  resolves  that  the  projects  identified  for  implementation  are  subject  to  funds 
available  from  grants  in  respect  of  Equitable  share,  Integrated  National  Electrification 
Programme, (Municipal)  Grant.  Expanded  Public  Works  Programme  Incentive  Grant, 
Municipal  Infrastructure  Grant. 


4 THE  BUDGET 

This  section  contains  an  Executive  Summary  of  the  draft  annual  budget,  highlighting  the 
processes  and  assumptions  which  lead  to  the  compilation  of  the  draft  annual  budget. 

4.1  Executive  Summary 
Overview 

The  budget  process  is  governed  by  the  Municipal  Finance  Management  Act  56  of  2003 
and  the  Municipal  Systems  Act  32  of  2000.  The  objective  process  is  to  ensure  good 
governance  and  accountability  and  enables  the  municipality  to  involve  residents  and 
other  stakeholders  in  the  budgeting  process. 

In  terms  of  Section  16  (1)  and  (2)  of  the  Municipal  Finance  Management  Act  no  56  of 
2003: 

(1)  The  council  of  a municipality  must  for  each  financial  year  approve  an  annual  budget 
for  the  municipality  before  the  start  of  that  financial  year. 

(2)  In  order  for  the  municipality  to  comply  with  subsection  (1),  the  mayor  of  the 
municipality  must  table  the  annual  budget  at  a council  meeting  at  least  90  days 
before  the  start  of  the  budget  year. 

In  terms  of  Section  24  (1)  and  (2)  of  the  Municipal  Finance  Management  Act  (MFMA)  No 
56,  2003: 

“(1)  The  municipal  council  must  at  least  30  days  before  the  start  of  the  budget  year 
consider  approval  of  the  annual  budget. 

(2)  An  annual  budget  - 

(a)  must  be  approved  before  the  start  of  the  budget  year; 
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(b)  is  approved  by  the  adoption  by  the  council  of  a resolution  referred  to  in  section 

17(3)(a)(i):  and  , 

(c)  must  be  approved  together  with  the  adoption  of  resolutions  as  may  be  necessary  - 

(i)  imposing  any  municipal  tax  for  the  budget  year; 

(ii)  setting  any  municipal  tariffs  for  the  budget  year; 

(iii)  approving  measurable  performance  objectives  for  revenue  from  each  source  and  for 
each  vote  in  the  budget; 

(iv)  approving  any  changes  to  the  municipality’s  integrated  development  plan;  and 

(v)  approving  any  changes  to  the  municipality’s  budget-related  policies." 


The  application  of  sound  financial  management  principles  for  the  compilation  of  the  NLM’s 
financial  plan  is  essential  and  critical  to  ensure  that  the  NLM  remains  financially  viable  and 
that  municipal  services  are  provided  sustainably,  economically  and  equitably  to  all 
communities 

The  NLM's  business  and  service  delivery  priorities  were  reviewed  as  part  of  this  year’s 
planning  and  budget  process.  Where  appropriate,  funds  were  transferred  from  low-  to  high- 
priority  programmes  so  as  to  maintain  sound  financial  stewardship. 


The  following  budget  principles  and  guidelines  directly  informed  the  compilation  of  the 
2015/16  MTREF; 

• The  2014/15  Adjustments  Budget  priorities  and  targets,  as  well  as  the  base  line 
allocations  contained  in  that  Adjustments  Budget  were  adopted  as  the  upper  limits  for 
the  new  baselines  for  the  2015/16  draft  annual  budget; 

• Intermediate  service  level  standards  were  used  to  inform  the  measurable  objectives, 
targets  and  backlog  eradication  goals; 

• Tariff  and  property  rate  increases  should  be  affordable  and  should  generally  not 
exceed  inflation  as  measured  by  the  CPI,  except  where  there  are  price  increases  in 
the  inputs  of  services  that  are  beyond  the  control  of  the  municipality.  In  addition, 
tariffs  need  to  remain  or  move  towards  being  cost  reflective,  and  should  take  into 
account  the  need  to  address  infrastructure  backlogs; 

• There  will  be  no  budget  allocated  to  national  and  provincial  funded  projects  unless 
the  necessary  grants  to  the  municipality  are  reflected  in  the  national  and  provincial 
budget  and  have  been  gazetted  as  required  by  the  annual  Division  of  Revenue  Act; 

• 

National  Treasury's  MFMA  Circular  No.  66  ,67,70 , 72.  74  and  75  were  used  to  guide  the 
compilation  of  the  2015/16  MTREF,  . . 

In  view  of  the  aforementioned,  the  following  table  is  a consolidated  overview  of  the  proposed 
2015/16  Medium-term  Revenue  and  Expenditure  Framework: 

TABLE  1 CONSOLIDATED  OVERVIEW  OF  2015/16  MTERF 


R thousand 

Adjustment 

Budget 

2014/15 

Budget  Year 
2015/16 

Budget  Year  +1 
2016/17 

Budget  Year 
+2 

2017/18 

Total  Operating 
Revenue 

276  911  000 

323  975  000 

322  576  000 

322  141  000 

Total  Operating 

Expenditure 

247  906  000 

292  347  000 

314  060  000 

329  257  000 
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Surplus  /(deficit) 
for  the  year 

(38  097  000) 

(50  593  000) 

(65  174  000) 

(78  659  OOC) 

Total  Capital 

Expenditure 

67  102  000 

82  221  000 

73  690  000 

71  543  000 

Total  operating  revenue  has  gro\wn  by  17  per  cent  or  R47,  5 million  for  the  2015/16  financial 
year  when  compared  to  the  2014/15  Adjustments  Budget.  For  the  two  outer  years, 
operational  revenue  will  increase  by  3%  or  R1.4  million,  and  decreased  by  0.31%  o'-  R435 
000. 

Total  operating  expenditure  for  the  2015/16  financial  year  has  been  appropriated  at 
R292  347  000  million  and  translates  into  a deficit  where  total  expenditure  exceeds  the  total 
revenue.  When  compared  to  the  2014/15  Adjustments  Budget,  operational  expenditure  has 
grown  by  an  amount  of  R44  441  000  which  is  18  per  cent,  and  in  2016/17  by  7 per  cent 
(R21,7  million),  and  in  2017/18  by  4.8  per  cent  (R15.2  million)for  each  of  the  respective 
outer  years  of  the  MTREF.  The  municipality  has  a deficit  of  R50  593  000  for  2015/16,  R65 
174  000  for  2016/17,  and  R78  659  000  for  2017/18.  This  is  due  to  the  depreciation  that  has 
been  budgeted  for  2015/16  until  2017/18.  Depreciation  is  a non-cash  item  but  the 
municipality  still  needs  to  show  it  its  budget. 

The  capital  budget  of  R82  221  000  for  2014/15  has  increased  by  an  amount  of  R15  119  000 
which  is  23%  as  compared  to  previous  year.  The  increase  is  due  to  the  funding  that  has 
been  sourced  from  the  equitable  share  to  fund  the  capital  expenditures.  For  the  two  outer 
years,  capital  expenditure  has  decreased  by  R8  531  000  and  R2147  000  which  is  10  per 
cent  and  7.3  per  cent.  A substantial  portion  of  the  capital  budget  is  currently  funded  from  the 
conditional  grants  over  the  MTERF. 

4.2  OPERATING  REVENUE  FRAMEWORK 

The  NLM  will  be  implementing  its  revenue  enhancement  strategy  which  is  built  around  the 
following  key  components 

• National  Treasury's  guidelines  and  macroeconomic  policy; 

• The  municipality’s  Property  Rates  Policy  approved  in  terms  of  the  Municipal  Property 
Rates  Act,  2004  (Act  6 of  2004)  (MPRA); 

• The  municipality"s  Indigent  Policy  and  rendering  of  free  basic  services;  and 

• Tariff  policies  of  the  NLM. 

• Implementation  of  its  Credit  Control  and  Debt  Collection  policy  and  by-laws 
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The  following  table  is  a summary  of  the  2015/16  MTREF  (classified  by  main  revenue  source): 
Table  2 Summary  of  revenue  classified  by  main  revenue  source 
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In  line  with  the  formats  prescribed  by  the  Municipal  Budget  and  Reporting  Regulations, 
capital  transfers  and  contributions  are  excluded  from  the  operating  statement,  as  inclusion  of 
these  revenue  sources  would  distort  the  calculation  of  the  operating  surplus/deficit. 

Revenue  generated  from  rates  and  services  charges  forms  2 per  cent  of  the  revenue  basket 
for  the  NLM.  In  the  2015/16  financial  year,  revenue  from  rates  and  taxes  totalled  R5  317  000 
million  or  2 per  cent,  and  the  figure  exclude  the  revenue  forgone. 

In  2016/17  it  shows  an  amount  of  R6  million,  and  in  2017/18  year  show  an  amount  of  R5,  9 
million.  The  revenue  generated  from  rates  and  taxes  has  increased  by  6 per  cent  in  2015/16, 
and  consistently  increased  by  6 per  cent  for  the  two  outer  years.  The  above  mentioned  rates 
and  taxes  revenue  for  the  2015/16  -18  MTERF  exclude  revenue  foregone  arising  from 
discounts  and  rebates  associated  with  the  tariff  policies  of  the  Municipality.  The  revenue 
forgone  foe  each  shows  an  amount  of  R1  010  000,  R1  070  000  and  R1  130  000.  Revenue 
forgone  shows  a constant  percentage  of  6%  each  year 

Upon  implementing  the  Municipal  Property  Rates  Act,  the  municipality  has  a Tciff  Policy. 
The  tariff  policy  has  considered  the  rebates  for  some  of  customers  that  may  be  regG’r'ied  as 
indigent. 
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TOTAL  RECEIPTS  Of  TRANSFERS  & GRANTS 

152021 

155932 

211970 

233926 

239  5 54 

239  5 54 

304626 

j 302010  1 300939 

In  2015/16  financial  year,  the  operational  grants  show  an  increase  of  R62  587  000  which  is  ■ ■ ■ 
32%.  For  the  two  outer  years,  the  operational  grants  have  decreased  by  R4  939  000  and 
R5  252  000  which  2%  consistently 

Table  5 Comparison  of  proposed  rates  to  be  levied  for  the  2015/16  financial  year  ■ ’ 

RATES  TARRIF 


DETERMINATION  OF  TARiF  AS  PER  CATERGORY  AS  FROM  1 JULY  2015-30  JUNE  2016 


CATERGORY 

TARRIF 

Residential  Property 

0.0078 

Businesses 

0.0116 

Governmenti 

0.0116 

qovernment2 

0.0116 

Aqriculturel 

0.0101 

Aqriculture2 

0.0101 

Institutions 

0.0116 

Clinics 

0.0116 

Hospital 

0.0116 

Schools 

0.0116 

Trading  Stations 

0.0116 

R 61  Road 

0,0019 

N2  Road 

0,0019 

Category2 


2014/2015 

2015/2016 

2016/2017 

2018/2C19 

Refuse  Removal 

R142.00 

R150.50 

R160.00 

R169,00 

Bags(1000*R0.80) 

(1000*.95) 

R953.00 

(1000*R1,01) 
R1  010.00 

(1000"R1.07) 

R1  070.00 

(1000*R1,13) 

Rl  130 

Mileage  (24km*2davs*4weeks  in  month)  R1  627 

R1  627.00 

R1  725.00 

R1  828.00 

P'’  93P  00 

R2  722 

R2  885.50 

R3  058.00 

— 

There  is  no  change  on  the  tariffs  for  rates  and  taxes.  Upon  checking  the  collection  rete  within 
the  institution,  the  tariffs  have  not  been  increased. 

On  refuse  removal,  there  is  a small  increase  of  6%  on  the  proposed  tariffs.  Where  the 
municipality  is  supplying  the  customers  with  the  refuse  bags,  the  tariff  has  increased  to  R1 
010  rands. 
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4.3  OPERATING  EXPENDITURE  FRAMEWORK 

The  NLM’s  expenditure  framework  for  the  2015/16  budget  and  MTREF  is  informed  by  the  following: 
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Employee  Related  Costs 

The  municipality  has  taken  into  consideration  the  multi  year  Salary  and  Wage  Collective 
Agreement  for  the  period  1 July  2012  to  30  June  2015  although  it  has  come  to  an  end.  For 
the  outer  years  the  inflation  rate  based  on  the  CPI  for  2016  has  been  considered. 

The  cost  associated  with  the  remuneration  of  councilors  is  determined  by  the  Minister  of  Co- 
operative Governance  and  Traditional  Affairs  in  accordance  with  the  Remuneration  of  Public 
Office  Bearers  Act,  1998  (Act  20  of  1998).  The  most  recent  proclamation  in  this  regard  has 
been  taken  into  account  in  compiling  the  NLM's  budget. 

The  overall  amount  of  the  Salaries  and  Wages  is  R1 03,6  million  which  is  6.85%,  and  for  two 
outer  years,  its  R109,9  million  (6.15%)  and  R116,4  million  (5.85%). 

Depreciation,  asset  and  debtors  impairment: 

Depreciation  and  debtors  impairment  has  been  provided  for  at  R46,9  million  in  201 
R61,2  million  in  2016/17  and  R74,5  million  in  2017/18. 

Other  Expenditures: 

The  other  expenditure  include  R4000  000  for  the  audit  fees,  and  a part  of  capita! 
expenditures  worth  R82  221  000.  The  general  expenditure  is  worth  R100  863 
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Materials  and  Other  Bulk  Purchases: 

This  includes  the  repairs  and  maintenance.  The  amount  for  2015/16  budget  year  is  R287 
million.  For  the  two  outer  years  it  has  increased  by  6%  and  decreased  by  14%  each  year. 

The  following  table  gives  a breakdown  of  the  main  expenditure  categories  of  tho  total 
operating  budget  for  the  2015/16  financial  year. 

PERCENTAGE  ALLOCATION  FOR  2014/2015  FINANCIAL  YEAR. 


d.d  CAPITAL  EXPENDITURE 
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4.5  ANNUAL  BUDGET  TABLES 


4.5.1  Table  A1  : Budget  summary 
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79307 
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316819 
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- 

- 

- 

- 

- 

- 

- 

“ 

" 

■ 
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- 

- 

- 

- 

- 

- 

- 

- 

- 
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- 

- 

- 

4 

4 

4 
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4 
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4 
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- 

- 

“ 

- 

“ 

“ 

Explanatory  Notes 


> Table  A1  is  a budget  summary  and  provides  a concise  overview  of  the  NLM’s 
budget  from  all  of  the  major  financial  perspectives  (operating,  capital  expenditure, 
financial  position,  cash  flow,  and  MFMA  funding  compliance). 

> The  table  provides  an  overview  of  the  amounts  approved  by  Council  for  operating 
performance,  resources  deployed  to  capital  expenditure,  financial  position,  cash 
and  funding  compliance,  as  well  as  the  municipality's  commitment  to  eliminating 
basic  service  delivery  backlogs. 

> Financial  management  reforms  emphasises  the  importance  of  the  municipal 
budget  being  funded.  This  requires  the  simultaneous  assessment  of  the  Financial 
Performance,  Financial  Position  and  Cash  Flow  Budgets,  along  with  the  Capital 
Budget.  The  Budget  Summary  provides  the  key  information  in  this  regard; 
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4.5.2  Table  A2  : Budgeted  financial  performance  (revenue  and  expenditure  by 
standard  classification) 


Explanatory  Notes 

Table  A2  is  a view  of  the  budgeted  financial  performance  in  relation  to  revenue  and 
expenditure  per  standard  classification.  The  modified  GFS  standard  classification  divides  the 
municipal  services  into  15  functional  areas.  Municipal  revenue,  operating  expenditure  and 
capital  expenditure  are  then  classified  in  terms  if  each  of  these  functional  areas  which 
enables  the  National  Treasury  to  compile  „whole  of  government"  reports. 
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4.5  3 Table  A3  : Budgeted  financial  performance  (revenue  and  expenditure  by 
municipal  vote) 


EC165  Hyandenl  - Table  A3  Budgeted  Financial  Performance  (revenue  and  expenditure  by  municipal  voU) 

Vote  Description  Ret  JOtl/12  201MJ  2911-'i4  C«frefttVeafMt4/15 


29ti)12 

20t2.n3 

26i3'14 

Audited 

Audttcd 

Audtfed 
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3S3 
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221229 
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\‘05Sl2-[ri‘JVECFVOTEl2J 
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Tola)  Revenue  by  Vflte L 


Voa  2- BUDGET  & TREASURY  *5243  SS341  11*524 

W«3.  CORPORATE  SERVICES  WW7  EGSS9  79f»  2*«2  »*« 
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V(»7-plA))EOFVOTE7)  - " " ‘ " 
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V«1l-CN*V£CfV0Tet1!  - - * " “ 
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Vo»13-pW£Cf  V0TE13]  * " * " 2 
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Vo'i  15 . m*V£  Cf  VOTE  161  = = ^ 

^ «•****  *’**** 

"atkiOler  (h«ve» 


2i»St18  Uedlufi  Twid  Rertnue  4 Expendituie  ' 
Funwitofli 

~Fu1IYm>  'suilgetyeaf  BuflgetYeaf  I BudgetYeu 

Fwecast  ?6<6.1S  tuaifelT  .1  »201M8 


232457  227SJ4 

4£0  1 DM 

SSX-7  8 5$3 

J9  42 

81132  84  612 


Explanatory  Notes 


Table  A3  is  a view  of  the  budgeted  financial  performance  in  relation  to  the  revenue  and 
expenditure  per  municipal  vote.  This  table  facilitates  the  view  of  the  budgeted  operating 
performance  in  relation  to  the  organisational  structure  of  the  NLM. 


4.5.4  Table  A4  ; Budget  financial  performance  (revenue  and  expenditure) 
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pmfis  Huandsni . Table  A4  Budneted  Financial  Performance  (revenue  arid  axpendilure) 

DcKdpUon 

Ref 
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2 

- 

" 

“ 
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2 

- 

“ 
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2 

2 

ne 
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{» 

tm 
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2fc» 
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4743 
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etco 

l$5 

$</>} 

1£5 

SCO) 

1(5 
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63/1 
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6K5 
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e>}2 
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59 
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$0 

$(09 

(0 

$$>} 

K) 

$S» 

5) 

$6C0 

5) 

e6» 

£5 

7 3C‘) 

a 

7 742 

Tf£f‘SWfi 

2 

mm 

iif» 
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5923 

ISlHo 
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173 E02 

I$I2S 
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181233 
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23435 

245817 
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3 

2 

2 

a 
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am 
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1« 
715S 
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i$oe2 

1 l$l 
31291 
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$$» 

55  tM 

2» 
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l$»3 

39431 

14) 
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l$0t$ 
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1» 
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0 34$ 
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370 
155245 

am 
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)»fT» 
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458 
$0)2 
173903 

4MH$ 
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« 
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(21228 
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(91421 
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$11)2 
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7 

iJau 

«»35 

15513 

is»i 
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Explanatory  Notes: 

Total  revenue  is  R265,1  million  in  2015/16  and  escalates  to  R261,4  million  by  2016/17  and 
decrease  to  R257,5  million  in  2017/18. 


4.5.5  Table  A5  ; Budgeted  capital  expenditure  by  vote  and  funding 
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ECi55  Hyandeni  • Table  AS  Budgeted  Capital  Expenditure  byvote.slandacdciasstrtcallon  and  funding 


Vole  Deociiplion 
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VvteS-lNFRASTRUCTURE 
Vos  7- [NAVE  OF  VOTE  7] 
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Explanatory  Notes 

When  comparing  the  previous  budget  of  R67,1  million,  there  is  an  increase  of  R15,1million 
which  is  23%.  In  a total  budget  of  R82,2  million  for  the  budget  year  2015/16,  an  amount  of 
R56  million  is  allocated  to  the  construction  of  the  access  roads.  For  the  two  outer  years  the 
there  is  a decrease  of  10%,  and  7.3%  each  year. 
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4.5.6  Table  A6  : Budgeted  financial  position 


EC166  HvandenI  • Table  AS  Budgeted  Financial  Position 


[}«iCT<pilan 


RUiOUJUId 


Assns 

Culiefll  3SSil$ 

C3l)l 

CCf.5VSit«toi 

caneiis/i 

Cuisrt  pitln  t«i»voUes 




TfttaltufuiilaMils 

lisfl  cunEAluieta 
LCf.J-ErQ»=Ct-/5t»ii 

i.v.'e5iT«a 
LT.^aVftC^/ 
|.1'.-5i?«,thrSfXa'9 
PKffef?/,  pti'i  saJ 
A^t'CWSt 

e^cai 

TolJlMncwmllwiiL 

TOTAIASlIls' 

LtAaiLltlE& 

Curr(nlli3til4tii« 

eortOhVg 

TtMt-do^tpr/iUES 

_ FWWftAJ 

TeJiJcwiMlSjtiflte} 


Nftfl  nictrOtillinfes 
BcEiMinj 

_ fJ2!2£0L 

TM  ij  noncwiEfl  uiuft^ 
TOTAL'HABlI-'lTlgS 


KET  ASSETS 

COUUUHITYAEALTllEOUIIY 
Atunfgei  SupUADrfci) 

RiMfk'M 

U/Atut'rn-in 

Tofiacouuu'mnfV’itALmtotjfTY 


AudHed 

OuIc&PiE 


9437 

et»s 

&2S 

16579 


e3473 

?33J» 

374 

'jiim 

343343 


Audtltd 

Out<«£'a 


neii 

49C>jS 

1453 

1439 

_133 

U34S 


Audied 

Obttdiad 


43473 
237  371 

439 


297 

3343 

16976 

_23W 

17H3 


_ 

iiu« 


2(33 

14762 

1C42 

.jsiii 

1073 

2M 

_3»72 
_M12I 
371 37$ 


sn\ 
39  434 
3399 
3923 

IW 

tliii 


243 

324 

~3nV3l 
446  «9 


CurrealVtxUtl-IS 


Of^Inal 

BadaM 


13631 

69145 

6431 


10132 

9233 

|{.» 

..k}R 

923 

2653 

_ H*i 

_i*VI 

312  347 


64473 

23363$ 

639 


J1|I19 

$W12« 


AdfjstEd 

HuOiat 


13631 

69145 

$431 


6347$ 

2ssm 

6» 

’jiiVw 


39912$ 


SKd 

1 132 

in 
7349 
'9  346 


FU3Y42I 

fOfiCUt 


13631 

£9145 

6431 


66473 
266  63$ 

e» 

liiiio 


39912$ 


80» 

1132 

225 

"7  395 

934$ 


13£$I 

»U5 

$431 


M15-15  VadiurjTtfa  Refsriusi  Exp^nd^lute 

FfS/MV.'OrtE 


BudgctYtu 


255-51 
49  449 
$&$1 


65473 
25$  615 

659 

Tiiiis 


399126 


1142 

_?£i 

9369 


3(976) 


9{«XI 

"low 


1 142 
225 

Lm 

9349 


69473 
299  4« 

2617 


Bi>d38tYeir 

ilTOiyi? 


9294 

'Tm 


1630 

_«5 

"ms 

11124 


439  $91 


25551 
62415 
5 777 


63473 

312MO 

2466 


BudgHYtK 

<22017i19 


25M1 

65E63 

UTS 


)790T9 
4$) 422 


$745 

Tw' 


16)7 

249 


11542 


65  47$ 
3:3  »> 

291£ 


923$ 


1420 

_a3 

"iW 

9932 


33193$ 

1600) 


»7  463 
19  »» 


347463 
19  »3 


347  3» 
193CO 


434691 


439920 


445091 


Explanatory  Notes: 

Table  A6  is  consistent  with  international  standards  of  good  financial  management 
practice,  and  improves  understandability  for  councillors  and  management  of  the 
impact  of  the  budget  on  the  statement  of  financial  position  (balance  sheet). 

The  municipality  cashflow  shows  a positive  position  for  2015/16  where  current  assets 
reflect  an  amount  of  R85  million. 

Short  term  call  investments  reflect  an  amount  of  R49,4  million  in  2015/16.  The  total 
assets  are  budgeted  at  R447  million  for  2015/16  budget  year. 
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4.5.7  Table  A7  : Budgeted  cash  flows 


EC166  NyandenI  • Table  A7  Budgeted  Cash  Flows 
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Explanatory  Notes 

The  budgeted  cash  flow  statement  is  the  first  measurement  in  determining  if  the  budget  is 
funded.  It  shows  the  expected  level  of  cash  in-flow  versus  cash  out-flow  that  is  likely  to 

result  from  the  implementation  of  the  budget.  ......  » 

The  cash  flow  of  the  municipality  shows  an  increase  for  the  2015/16  MTERF.  This  is  due  to 
the  increase  in  our  operation  and  conditional  grants. 


4.5.8  Table  A8  ; Cash  backed  reserves  / accumulated  surplus 
reconciliation 
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Explanatory  Notes. 

The  municipality  have  the  reserves  that  are  cash  backed  for  2015/16  MTERF.  These 
reserves  are  fuliy  funded  by  the  short  term  call  investments  that  are  kept  by  tlie 
municipality  in  both  the  FNB  Bankers  and  Standard  Bank  Bankers. 


4.5.9  Table  A9  : Asset  management 
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EC155  HvandenI  • Table  A9  Asset  Managsment 
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Explanatory  Notes 
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Table  A9  provides  an  overvie\w  of  municipal  capital  allocations  to  its  assets  and  the  rene\wal 
of  existing  assets,  which  is  dominated  by  the  construction  of  the  access  road  as  well  as 
spending  on  repairs  and  maintenance  by  asset  class. 

National  Treasury  has  recommended  that  municipalities  should  allocate  at  least  40  per  cent 
of  their  capital  budget  to  the  renewal  of  existing  assets,  and  allocations  to  repairs  and 
maintenance  should  be  8 per  cent  of  PPE.  Currently  in  the  municipal  budget  23%  is  allocated 
to  capital  expenditure  and  8%  is  allocated  to  repairs  and  maintenance. 


5 Annual  Budget  Process  Overview 
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5.1  Background 

Integrated  Development  Planning  is  a process  through  which  municipalities  prepare  a 
strategic  development  plan  which  extends  over  a five-year  period.  The  Integrated 
Development  Plan  (IDP)  is  a product  of  the  IDP  process.  The  NLM  IDP  is  the  principal 
strategic  planning  instrument  which  guides  and  informs  all  planning,  budgeting,  management 
and  decision-making  processes  in  the  municipality.  Through  Integrated  Development 
Planning  which  necessitates  the  involvement  of  all  relevant  stakeholders,  a municipality: 

• Identifies  its  key  development  priorities; 

• Formulates  a clear  vision,  mission  and  values; 
o Formulates  appropriate  strategies; 

• Develops  the  appropriate  organisational  structure  and  systems  to  realise  the  vision  and 
mission;  and 

• Aligns  resources  with  the  developmental  priorities. 

In  terms  of  the  Systems  Act,  all  municipalities  have  to  undertake  an  IDP  process  to  produce 
IDPs.  As  the  IDP  is  a legislative  requirement  it  has  a legal  status  and  supersedes  all  other 
plans  that  guide  development  at  local  government  level. 

In  a nutshell,  the  IDP  process  entails  an  assessment  of  the  existing  ievel  of  development  and 
the  identification  of  key  development  priorities.  The  vision  and  mission  statements  for  the 
long-term  development  flow  from  the  aforesaid,  with  specific  reference  to  critical 
developmental  and  internal  transformational  needs.  The  development  strategies  and 
objectives  will  be  directed  at  bridging  the  gap  between  the  existing  level  of  development  and 
the  vision  and  mission.  A very  critical  phase  of  the  IDP  process  is  to  link  planning  to  the 
municipal  budget  (i.e.  allocation  of  internal  or  external  funding  to  the  identified  projects): 
because  this  will  ensure  that  the  IDP  directs  the  development  and  implementation  of 
projects. 

Our  responsibility  as  a sphere  of  government  is  to  ensure  that  the  quality  of  life  of  all  who  live 
and  work  in  Nyandeni  is  improved.  We  will  continue  to  engage  in  both  progressive  and 
meaningful  discussions  with  our  communities  to  shape  a clear  path  from  which  governance 
and  development  will  draw  guidance  and  direction.  The  council  will  continue  to  pursue  and 
encourage  community  participation  programmes,  to  ensure  that  our  plans  are  in  line  with 
community  needs. 

We  have  a responsibility  to  contribute  to  the  process  of  transforming  the  lives  of  our  people 
from  the  conditions  of  abject  poverty  and  underdevelopment.  In  our  fight  against  poverty  and 


Draft  Annual  Budget  2015-16  to  2018 


Page  40 


underdevelopment,  we  are  committed  to  ensuring  that  equitable  service  delivery  becomes 

the  norm  in  Nyandeni.  For  this  reason  NLM  has  to  focus  inter  alia,  on  the  following: 

• Build  sustainable  communities  by  paying  special  attention  to  health  education,  service 
delivery,  human  settlements,  environment  and  safety; 

• Develop  infrastructure  to  equalise  services  upgrade  and  ensure  accessibility  and  unity  in 
Nyandeni: 

• Grow  the  economy  to  be  linked  with  the  national  and  provincial  economies,  empower  the 
people  of  the  region  and  build  required  skills;  and 

• Developing  and  implementing  integrated  plans  and  strategies  for  economic  and  social 
development:  service  delivery;  infrastructure  development;  provision  of  basic  services; 
human  development;  safety  and  security;  participatory  governance;  youth  development; 
women  empowerment;  building  integrated  and  sustainable  communities  and  protection  of 
the  environment. 

DEVELOPMENT  OF  THE  INTEGRATED  DEVELOPMENT  PLAN 

Guiding  Principles 

The  development  of  the  Integrated  Development  Plan  (IDP)  in  terms  of  the  Wunicipal 

Systems  Act  was  guided  and  informed  by  the  following  principles: 

• It  must  support  and  work  towards  achieving  the  Vision,  Mission,  Values  and  the  Strategic 
Priorities  of  the  NLM; 

• Focus  on  service  delivery  in  terms  of  the  eradication  of  backlogs  and  the  maintenance  of 
infrastructure: 

• Address  community  priorities  (needs)  as  identified  in  the  2013-2018  IDP  as  well  as  newly 
identified  priorities;  and 

• The  review  of  the  IDP  focused  on  formulating  measurable  performance  indicator  targets 
for  five,  three  and  one  year.  These  targets  informed  the  preparation  of  the  multi-year 
budgets,  as  well  as  the  draft  SDBIP. 
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COORDINATING  ! TIMEFRAME  LEGISLTATIVE 
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COORDINATING  TIMEFRAME  LEGISLTATIVE 
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6 Alignment  of  Budget  with  Integrated  Development  Plan 


The  IDP,  however,  contains  information  on  developmental  needs  submitted  by  the 
community  that  may  not  be  covered  in  the  Budget.  There  should  not  be  an  expectation  that 
everything  contained  in  the  IDP  is  funded.  There  are  numerous  needs  submitted  that  are  not 
the  responsibility  of  the  NLM,  but  that  of  either  the  National  or  Provincial  governments. 
However,  these  inputs  will  be  analysed  and  discussed  stakeholders  such  as  government 
departments,  ward  committees,  CDW,  NGO’s  and  private  sector  to  refine  what  can  be 
implemented.  The  funding  process  is  based  on  the  priorities  identified  in  the  IDP,  as  shown 
in  the  relevant  tables  in  this  document. 

7 Budget  Related  Policies  Overview  and  Amendments 

Section  18  of  the  Municipal  Finance  Management  Act  (MFMA)  states  that  the  Budget  can 
only  be  funded  by  realistically  anticipated  revenue  to  be  collected,  and  cash-backed 
accumulated  funds  from  previous  years,  which  was  not  committed  for  other  purposes. 
Furthermore,  National  Treasury  Circular  42  stipulates  that  the  Budget  be  managed  in  a full 
accrual  manner  reflecting  a transparent  budget  and  accounting  system  approach.  The 
MFMA  further  requires  the  municipality  to  adopt  and  implement  a tariff  policy.  Council  has 
approved  for  public  participation  policies  for  main  services  provided  by  the  municipality, 
which  are  attached  as  annexures  to  this  document.  Council  is  required  to  adopt  budgetary 
provisions  based  on  realistic  anticipated  revenue  for  the  budget  year  from  each  revenue 
source  as  per  the  requirements  of  the  MFMA  (Chapter  4,  17  (1)  (a)  and  (3)  (b)). 

The  policies  to  be  attached  are  as  follows: 

□ Supply  Chain  Management  Policy 

□ Fleet  Management  Policy 

□ Cash  Management  & Investment  Policy 

□ Property  Rates  Policy 

□ Tariff  Policy 

□ Bad  debts  & Write  Off  Policy 

□ Credit  Control  and  Debt  Collection  Policy 

□ Asset  management  Policy 

□ Budget  Policy 

□ Bad  Debt  Write  off  policy 

□ Virement  policy 
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8 Budget  Assumptions 


8.1  National  Treasury  provided  guidance  in  MFMA  Circular  No.  74  issued  in  terms  of 
Municipal  Finance  Management  Act  No.  56  of  2003  regarding  inflation;- 


Fiscal  Year 

2014 

2015 

2016 

2017 

2018 

Actual 

Estimate 

Forecast 

CPI  Inflation  ^ 

5.6 

6.2 

5.8 

5.5 

5.3 

8.2  The  inflation  rate  to  be  used  for  calculating  \wage  increases 

Municipalities  must  take  into  account  the  multi-year  Salary  and  Wage  Collective  Agreemerit 
for  the  period  1 July  2012  to  30  June  2015.  The  agreement  provides  for  a wage  increase  bas 
The  Salary  and  Wage  Collective  Agreement  for  the  period  01  July  2012  to  30  June  2015  has 
come  to  an  end.  The  South  African  Local  Government  Association  issued  a press  release  on 
03  March  2015  indicating  that  it  tabled  the  following  offer  for  salaries  and  wages  increase: 

• 2015/16  Financial  Year- 4.4  per  cent  (inflation  linked) 

• 2016/17  and  2017/18  Financial  Years  - inflation  related  increase  plus  additional  0.25  per 
cent 

As  the  negotiations  are  still  unden/vay,  municipalities  are  advised  to  use  the  above  proposed 
guidelines  in  preparing  their  2015/16  budgets. 

8.3  Municipalities  are  advised  to  structure  their  2015/16  electricity  tariffs  based  on  the  12.69 
per  cent  guideline  and  provide  for  a 14.24  per  cent  increase  in  the  cost  of  bulk  purchases 
for  the  tabled  2015/16  budgets  and  MTREF.  Any  changes  to  these  guidelines  will  be 
communicated  to  municipalities  in  a further  Budget  Circular  for  the  2015/16  financial  year  to 
be  issued  shortly  after  the  tabling  of  the  National  Budget 


8.4  Collection  rates 

In  accordance  with  relevant  legislation  and  national  directives,  revenue  recovery  rates  are 
based  on  realistic  and  sustainable  trends.  Nyandeni’s  collection  rate  is  set  at  an  average  of 
38%  and  is  based  on  a combination  of  actual  rates  achieved  to  date  and  estimated  outcomes 
of  the  current  financial  period. 
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9 Funding  the  Budget  (including  fiscal  overview  and  sources  of  funding) 

9.1  FUNDING  OF  THE  CAPITAL  BUDGET 

The  2015/2016  capital  budget  amounts  to  R82  221  000,  and  for  the  two  outer  years  its 
R73  690  000,  and  R71  543  000.  It  is  predominantly  funded  through  the  MiG  funding. 

9.2  FUNDING  OF  THE  OPERATING  BUDGET 

The  Operating  Budget  is  funded  from  the  following  main  sources: 

• Assessment  Rates; 

• Tariffs  levied  for  Services,  i.e.  Refuse  Collection; 

• Other  income  and 

• Operating  Grants  and  Subsidies. 

Assessment  Rates.  The  Municipal  Property  Rates  Act  will  be  implemented  on  July  1 2014. 
The  assessment  rates  will  be  levied  on  both  land  and  improvements  value.  In  terms  of 
section  46  of  the  Act,  the  market  value  of  a property,  if  sold  on  the  date  of  valuation  in  the 
open  market  by  a willing  seller  to  a willing  buyer,  is  to  be  realised  in  the  valuation  roll. 

Income  derived  from  services  is  mainly  used  to  fund  the  cost  rendering  the  service  {both 
operating  and  capital  needs). 

The  total  budget  for  the  assessment  rates  is  R5.3  million  for  the  current  year,  and  for  two 
outer  years  is  R5,6  million  and  5,9  million. 

The  income  received  in  the  form  of  the  Equitable  Share  Grant  is  R261,7  million  and  for  the 
two  outer  years  is  R217,95  million  and  R212,5  million. 


Other  Grants  and  subsidies  are  as  follows: 


Grant  Name 

Financial  Year 

Amount 

FMG 

2015/16 

R1  600  000 

MSIG 

2015/16 

R 930  000 

EPWP 

2015/16 

R1  219  000 
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10  Annua!  budgets  and  service  delivery  and  budget  implementation  plans 
- Internal  departments 

In  terms  of  Section  53  (1)  (c)  (ii)  of  the  Municipal  Finance  Management  Act,  the  Service 
Delivery  and  Budget  implementation  Plan  (SDBIP)  is  defined  as  a detailed  plan  approved  by 
the  mayor  of  a municipality  for  implementing  its  delivery  of  municipal  services  and  its  annual 
budget,  and  which  must  indicate  the  following  - 

(a)  Monthly  projections  of  - 

(i)  Revenue  to  be  collected,  by  source,  and 

(ii)  Operational  and  capital  expenditure,  by  vote. 

(b)  Service  delivery  targets  and  performance  indicators  for  each  quarter,  and 

(c)  Other  matters  prescribed. 

The  Honourable  Mayor,  in  accordance  with  Section  53  of  the  MFMA,  is  expected  to  approve 
the  SDBIP  within  28  days  after  the  approval  of  the  Budget.  In  addition,  the  Honourable  Mayor 
must  ensure  that  the  revenue  and  expenditure  projections  for  each  month  and  the  service 
delivery  targets  and  performance  indicators  as  set  out  in  the  SDBIP  are  made  public  within 
14  days  after  its  approval. 

The  SDBIP  gives  effect  to  the  Integrated  Development  Plan  and  the  Budget  of  the 
municipality.  It  is  an  expression  of  the  objectives  of  the  Council  in  quantifiable  outcomes 
which  will  be  implemented  by  the  administration  for  the  financial  period  from  1 July  2015  to 
30  June  2016  (the  financial  year).  It  includes  the  service  delivery  targets  and  performance 
indicators  for  each  quarter,  which  should  be  linked  to  the  performance  agreements  of  senior 
management,  it  therefore  facilitates  oversight  of 

financial  and  non-financial  performance  of  the  municipality,  and  allows  the  Municipal 
Manager  to  monitor  the  performance  of  the  Section  56  Managers,  the  Mayor/Council  to 
monitor  the  performance  of  the  Municipal  Manager,  and  the  community  to  monitor  the 
performance  of  the  Council. 

The  Draft  SDBIP  for  the  2015/2016  financial  year  has  been  prepared  for  submission  to 
Treasury. 
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11,  Contracts  having  future  budgetary  implications 


In  terms  of  the  NLM’s  Supply  Chain  Management  Policy,  no  contracts  are  awarded  beyond 
the  medium-term  revenue  and  expenditure  framework  (three  years).  In  ensuring  adherence 
to  this  contractual  time  frame  limitation,  all  reports  submitted  to  either  the  Bid  Evaluation  and 
Adjudication  Committees  must  obtain  formal  financial  comments  from  the  Financial 
Management  Division  of  the  Treasury  Department. 


12.  Legislation  Compliance 

Compliance  with  the  MFMA  implementation  requirements  have  been  substantially  adhered  to 
through  the  following  activities: 

1.  In  year  reporting 

Reporting  to  National  Treasury  in  electronic  format  was  fully  complied  with  on  a monthly 
basis.  Section  71  reporting  to  the  Mayor  (within  10  working  days)  has  prog'es^ively 
improved  and  includes  monthly  published  financial  performance  on  the  NLM’s  website. 

2.  Budget  and  T reasury  Office 

The  Budget  and  Treasury  Office  has  been  established  in  accordance  with  the  MFMA. 

3.  Audit  Committee 

An  Audit  Committee  has  been  established  and  is  fully  functional. 

4.  Service  Delivery  and  Implementation  Plan 

The  detail  SDBIP  document  is  at  a draft  stage  and  will  be  finalised  after  approval  of 
the  2015/16  MTREF  in  May  2015  directly  aligned  and  informed  by  the  2015/16 
MTREF. 

5.  Annual  Report 

Annual  report  is  compiled  in  terms  of  the  MFMA  and  National  Treasury  requirements 
but  there  is  still  a need  for  improvement. 

6.  MFMA  Training 

The  MFMA  training  is  being  implemented  as  there  are  staff  members  that  have  enrolled 
in  the  Municipal  Finance  Certificate  Programme 


Draft  Annual  Budget  2015-16  to  2018 


Page  54 


13.  Other  Supporting  Documents 


Total  refuse  removal  revenue 
Tota]  iandfill  revenue 
Isss'Revenue  Foregone 
Net  Service  charges  ■ refute  revenue 


other  Revenue  bv  source 
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other  Expenditure  By  Type 
CoIlecCon  costs 

Contributions  to  'otheri  provisions 
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